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INTRODUCTION

The State of Arkansas hereby submits its Annual Report for the Drinking Water State
Revolving Fund (DWSRF) program for State Fiscal Year (SFY) 2013, July 1, 2012
through June 30, 2013. This report addresses operation of the DWSRF, describes the
progress made toward the long and short-term program goals, and details the activities
undertaken to reach the goals and objectives set forth in the 2013 Intended Use Plan
(IUP).

The State of Arkansas through Act 772 of 1997 established the Safe Drinking Water
Fund (SDWF), to be administered by Arkansas Natural Resources Commission
(ANRC). In April 1996, ANRC Title XV established the rules governing the Safe
Drinking Water Fund.

Responsibilities for the DWSRF program are divided among the Arkansas Natural

Resources Commission (ANRC), the Arkansas Department of Health/Division of
Engineering (ADH), and the Arkansas Development Finance Authority (ADFA). Under

the Interagency Memorandum of Understanding between ANRC and ADH, ANRC
administers the loan fund and the administrative set-aside portion of the DWSRF. ADH,

as primacy agent f or tyestem SSpewisiom Progra (AWMSE)c Wat e
has oversight of DWSRF, develops the comprehensive project priority list, and
administers the remaining set-aside portions of the DWSRF. Fiscal responsibilities for

the Program reside with ADFA.

Arkansas submitted its SFY 2013 IUP to the Environmental Protection Agency (EPA) in
June 2012 and was approved by EPA.




GOALS AND ACCOMPLISHMENTS
SDWF/DWSRF OVERVIEW:

During SFY 2013, six loans were closed totaling $11,831,000. The proceeds from
these six loans will be used for distribution system improvements, water main
extensions, and a new water treatment plant. Loan disbursements for the fiscal year
totaled over $18 million, $5.4 million in additional subsidy and $13.2 million in base loan
disbursements. ANRCO s a d midshuseamerastwiere approximately $1,476,667
thousand.

In the Intended Use Plan for SFY 2013, ANRC discussed its short-term and long-term
goals as they relate to the four basic goals for the program. Those goals are to ensure
public health protection (Goal 1), comply with the Safe Drinking Water Act (SWDA)
(Goal 2), ensure affordable drinking water (Goal 3) and maintain the long-term financial
health of the SDWF (Goal 4). The goals are further broken out into more definitive parts
and accomplishments measured as described below.
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A. PROGRESS TOWARD SHORT-TERM GOALS

1. Arkansas will continue to implement the State source water
assessment/protection program (Goals 1 & 2).

Achievements toward this goal are addressed and reported in the ADH Annual Report
for SFY 2013, attached as Appendix D.

2. Arkansas will continue to implement the State capacity development
program strategy at no cost to entities (Goals 1, 2 & 3).

Achievements toward this goal are addressed and reported in the ADH Annual Report
for SFY 2013, attached as Appendix D.

3. Arkansas will continue to screen projects using the Priority System to
assure the SDWA overall goals are given priority in the DWSRF program
(Goals 1, 2, and 3).

This is both a short term and a long term goal. ADH conducts a needs survey and a
new priority list is developed annually to assure that projects are identified. Entities
listed ahead of the four binding commitments and four loan closings in this report were
ineligible because of an inability to repay, were using a different loan source, or were
not ready to proceed.

4. Arkansas will continue to implement the State Public Water Supply
Supervision plan in conformance with all requirements of the SDWA.

Progress toward achieving this goal is also detailed in the ADH Annual Report for SFY
2013, attached as Appendix D.

5. Arkansas will submit the Intended Use Plan by the deadline with approval
expected to follow in SFY 2013.

Arkansas submitted its SFY 2013 IUP to the EPA in June 2012 and was approved in
June 2012.

6. The Division agrees to comply with all requests for data related to the use
of the funds under Section 1452 of the Safe Drinking Water Act (SDWA),
and to report all uses of the funds no less than quarterly, as EPA specifies
for the Drinking Water Project Benefits Reporting database.

Arkansas reported all loans for projects that were closed in SFY2013 in the Drinking
Water Project Benefits Reporting database.

7. The Division agrees to provide in its Annual Report information regarding
key project characteristics, milestones, and environmental/public health



protection results in the following areas: 1) achievement of the outputs and
outcomes established in the Intended Use Plan; 2) the reasons for delays if
established outputs or outcomes were not met; 3) any additional pertinent
information on environmental results.

Arkansas is providing in this report all of the information regarding key project
characteristics, milestones, and environmental/public health protection results in the
following areas: 1) achievement of the outputs and outcomes established in the
Intended Use Plan; 2) the reasons for delays if established outputs or outcomes were
not met; 3) any additional pertinent information on environmental results

8. The Division agrees to make a timely and concerted solicitation for projects
that address green infrastructure, water or energy efficiency improvements
or other environmentally innovative activities.

Arkansas made timely and concerted solicitation for projects that address green
infrastructure, water or energy efficiency improvements or other environmentally
innovative activities.

B. PROGRESS TOWARD LONG-TERM GOALS

Through their affiliation with the Water/Wastewater Advisory Committee (WWAC), the
Division and the Arkansas Department of Health (ADH) continue to work together to
address Safe Drinking Water Act compliance issues. The WWAC is a body composed
of representatives from four State Agencies and United States Department Agriculture-
Rural Development, and was established by the Governor of the State to coordinate
state and federal funding, provide technical feasibility and regulatory reviews. WWAC
members work together in coordinating funding and extending water quality standards
and compliance. It also provides a forum to communicate the availability of RLF funding
to cities and communities.

1. Arkansas will continue to implement the Public Water System Supervision
Program in accordance with the requirements of the federal SDWA and in
conformance with its Primacy commitments.

As mentioned in Section A, progress toward these goals is described in the ADH Annual
Report for SFY 2013, attached as Appendix D.

2. Arkansas will continue to implement the State source water
assessment/protection program (Goals 1 & 2), and will continue to
implement the State capacity development program strategy at no cost to
entities (Goals 1, 2 & 3).

As mentioned in Section A, progress toward these goals is described in the ADH Annual
Report for SFY 2013, attached as Appendix D.



3. Arkansas will provide entities with a source of long-term low-interest
financing that wild/l all ow them to protect
with the SDWA (Goals 1, 2 & 3).

In SFY 2013 Arkansas made changes to how its Lending rates will be determined. The
Lending Rate is composed of two parts: the interest rate and the servicing fee. The
initial objective for ANRC is to establish a Lending Rate for DWSRF loans at 80% of the
current bond mar k-exenipsrata depeading @en wbether tha groject
qualifies for a taxable or tax-exempt rate.

The Lending Rate will be determined at the time the Borrower is developing the Bond
Purchase Agreement and the Bond Ordinance. The Lending Rate is determined using
a formula that starts with a published list of daily market interest rates for a series of
maturity dates for General Obligation Bonds. Those rates are modified to take into
account the fact that the DWSRF is a Revenue Bond program and then the series is
converted to an average weighted value. That single rate is then multiplied by 80% to
get the Lending Rate. The servicing fee is currently set at 1.0%, and interest rate is the
difference between the Lending Rate and the servicing fee. The servicing fee is the
same for all projects, so the interest rate changes as the lending rate changes.
Arkansas varies the lending rate in this manner to encourage repayment of the loans as
quickly as possible in order for the DWSRF program to fund other projects. The 1%
service fee is placed into an account which is outside the DWSRF fund.

On January 11, 2013, the Lending Rate was 1.1% for a ten year repayment period,
1.9% for a 20 year repayment period and 2.3% for a thirty year repayment period. Prior
to January 2013, the lending rate was 3.00% for loans that repay in 10 years or less,
3.25% for loans that repay in 10 i 20 years and 3.5% for loans that repay in 20 i 30
years.

4. Arkansas will continue to screen projects using the Priority System to
assure the SDWA overall goals are given priority in the DWSRF program
(Goals 1, 2 & 3).

ADH conducts a needs survey and a new priority list is developed annually to assure
that projects are identified. The seven binding commitments and six loan closings in
SFY 2013 were made to projects listed on current and previous priority lists. Entities
listed ahead of the projects on the current list were ineligible because of their inability to
repay, use of a different loan source, or they were not ready to proceed.

5. Arkansas is committed to enhance the DWSRF program by continuing to
streamline the application process for the benefit of future generations
(Goal 3).

The DWSRF program is continually being reviewed in terms of future demand, changes
in loan terms, lending rates, and whether or not demand is such that there is a need to
leverage the program. The primary concern is always to provide low cost loans to



entities in Arkansas while maximizing the funds available in order to meet the purpose

of the SDWA through the i mprovement of the St
6. Arkansas will maximize the number of entities meeting the SDWA
requirements by combining the DWSRF program with other State and

Federal funding programs.

Arkansas continues to combine the DWSRF program with other State and Federal
funding programs when beneficial. Unfortunately, Arkansas was only able to close six
loans this year. None of those six loans required co-funding with other programs to
meet their needs.

7. Arkansas plans to maintain the fiscal integrity of the DWSRF (Goal 3).

The DWSREF is managed on a day to day basis to assure that funds are available to
make qualified loans. The Program undergoes an annual audit by independent auditors
to further assure its integrity. The DWSRF is required to provide a minimum of
$6,161,700 as additional subsidization with the FFY2010 Cap Grant, a minimum of
$4,275,600 as additional subsidization with the FFY2011 Cap Grant and a minimum of
$2,716,400 as additional subsidization with the FFY2012 Cap Grant. The DWSRF
program division will provide the additional subsidization in the form of principal
forgiveness to the following eight entities:

Principal | 2010 Cap Grant | 2011 Cap Grant | 2012 Cap Grant | 2013 Cap Grant

Entity Forgiveness | Requirement | Requirement | Requirement { Requirement

Amount ($6,161,700) | ($4,275,600) | (82,716,400) | ($2,548,600)
McNeil $ 1331000{% 951700( &  379,300( $ $
Winthrop $  1400000( $ -1$ 1400000 $ $
Chidester $ 1,700,000 $ -1$  1,700,000( $ - $

Chidester $ 800,000 $ - $ -1$ 112700 $ 687,300
Bradley $ 1,700,000| $ - $ 96,3001 $ 1,603,700 $
Stephens $ 3000000{$% 2900000(%  100,000] $ $
Norman $ 2310000{$ 2310000 $ $ $
OldBellaVista |$ 600,000 $ -|$  600,000] $ - $
Wilton Waterworks | § ~ 1,000,000( $ - $ -[$ 1,00000] $

GrandTotal |$ 13,041,0001$ 6,161,700| $ 4,275,600r$ 2,116,400 $ 687,300




The two terms that the Division modifies when it makes loans to entities are the Lending
Rate and the Repayment Period.

The State has other funding options to assist communities unable to meet DWSRF loan
requirements when necessary. Each prospective project undergoes a financial analysis
to determine financial capability before a loan is granted. There have not been any
delinquent loan repayments to date.

8. Arkansas is committed to maintaining the fund in perpetuity by protecting
the principal that has been and continues to be deposited into the DWSRF
program (Goal 4).

As required by EPA regulations to ensure perpetuity, principal repayments and interest
are deposited into the Fund. The perpetuity of the program as evidenced in chart and
graph form is presented in Appendix B-5.

The one percent (1%) financing fee is deposited outside the Fund to cover additional
expenses. ANRC realizes these funds are restricted by the Drinking Water regulations
and ANRC does and will continue to use these funds in compliance with those
regulations.

9. Arkansas will meet the growing demand for the DWSRF program by
leveraging the Fund when the demand exceeds the current revenue
streams (Goals 3 & 4).

Arkansas leverages periodically to increase the funds available for assistance.
Arkansas did not leverage the Drinking Water program in State Fiscal Year 2013. If it
does, EPA Region 6 will be contacted prior to leveraging.

DWSRF LOAN AND SET-ASIDE ACTIVITIES
A. SOURCES OF DWSRF FUNDING

A total of $13,917,000 became available for use through the EPA automated
clearinghouse during SFY 2013. Additional funding made available for the DWSRF
totaled $9,282,293 and consisted of principal repayments of $4,513,647, interest
earnings on loans of $3,167,040, interest on investments of $35,241 and financing fees
of $1,566,365. Table 1 (Sources and Uses) itemizes the sources and uses of DWSRF
funds available in SFY 2013:



Table 1

DWSRF SOURCES AND USES

M Capitalization Grants

Sources of Federal Funds Cumulative SFY 13 Cumulative Total % of Cum
Total Amount Total
**Cap Grants-Loan 119,870,697 11,714,520 131,585,217 73%
Administration 6,654,092 556,680 7,210,772 4%
Tech Assistance 2,228,766 - 2,228,766 1%
State Program Mngt. 14,343,530 254,100 14,597,630 8%
State Programs 23,255,215 1,391,700 24,646,915 14%
TOTAL CAP GRANTS $ 166,352,300 | $ 13,917,000 | $ 180,269,300 100%
OTHER SOURCES Cumulative SFY 13 Cumulative Total % of Cum
Total Amount Total
State Match 35,716,040 2,783,400 38,499,440 27%
ADH In-Kind Match 14,951,050 2,861,859 17,812,909 13%
Prin. Loan Repayments 18,641,830 4,513,647 23,155,477 16%
Interest-Loans 17,364,391 3,167,040 20,531,431 15%
Interest-Investments 1,819,914 35,241 1,855,155 1%
Financing Fees 9,290,080 1,566,365 10,856,445 8%
Leveraged Amount 28,304,705 - 28,304,705 20%
TOTAL OTHER 126,088,010 14,927,552 141,015,562 100%
Uses of Federal Funds Cumulative SFY 13 Cumulative Total % of Cum
Total Amount Total
Federal Loan Disbursement $ 105,105,281 || $ 13,624,690 | $ 118,729,971 53%
State Loan Disbursement $ 35,179,417 ||$ 5,019,045 | $ 40,198,462 18%
Loan Repayments Fund $ 17,933,752 | $ - $ 17,933,752 8%
|Administration $ 5,275,852 ||$ 1,476,667 || $ 6,752,519 3%
|Other Set-Asides $ 32,356,993 ||$ 3,687,940 || $ 36,044,933 16%
Outside RLF Funds $ 3,062,948 || $ - $ 3,062,948 1%
Totals $ 198,914,243|| $ 23,808,342 || $ 222,722,585 100%
Note: Previous Total SFY2013 Remaining Amt
Cap Grant totals (-) Uses $ 14,765,416 | $ (1,910,170)| $ 12,855,246
Administration (-) Uses $ 1,378,240 | $ (919,987)|| $ 458,253
Set-Aside Totals (-) Uses $ 7,470,518 ||$ (2,042,140)| $ 5,428,378

EPA has awarded Arkansas a total of $180,269,300 in federal capitalization grants
through the 2012 cap grant. ANRC started drawing construction funds from the 2011
cap grant in this fiscal year. However, remaining set asides on prior year grants are still

available.

 State Match

Total State Match at the end of SFY 2013 was $38,499,480 (Appendix B-2). ADH
provided additional state matching funds for the State Program Management Set-Aside
as discussed in the ADH Annual Report found in Appendix D.




M Leveraging of the DWSRF

The DWSRF was leveraged for the first time in November 2011 Arkansas leverages
periodically to increase the funds available for assistance. Arkansas did not leverage
the Drinking Water program in State Fiscal Year 2013. EPA Region 6 will be contacted
if Arkansas considers leveraging in the future.

« Cash Draw Ratio Proportionality

Arkansas has received permission to vary from the normal proportionality ratio for
federal fund disbursements. Arkansas received permission to spend State Match for a
Cap Grant before requesting federal funds. This is because Arkansas is prohibited from
disbursing State Match in any of the forms used for Additional Subsidization. As long as
federal funds are required to be spent on Additional Subsidization, Arkansas will need
this variance in each Cap Grant.

i Principal Loan Repayments & Interest Earnings

Principal loan repayments for DWSRF were $4,513,647. Also, DWSRF received
$3,167,040, in interest earnings on outstanding loans and $35,241 in interest earnings
on investments.

1 Financing Fees

On January 11, 2013, the Lending Rate was 1.1% for a ten year repayment period,
1.9% for a 20 year repayment period and 2.3% for a thirty year repayment period. The
lending rate consists of the interest rate and a 1% financing fee amortized over the life
of a loan. The total amount of $1,566,365 was received from financing fees for SFY
2013.

B. USES OF DWSRF FUNDS

ANRC used DWSRF funds to make loan disbursements of $18,643,735 to water
projects under construction. Federal funds of $13,624,690 and state funds of
$5,019,045 were disbursed to loan recipients. Program administration and other set-
asides expenditures submitted by the Department of Health amounted to $5,164,606 for
the fiscal year. A total of $2,831,880 of ADH set-asides funds were re-budgeted back
into the construction account during FY2012. Of this total $1,425,200 was re-budgeted
from the FY2011 State Program Management set-aside funds, $285,040 from the
FY2011 Small System Technical Assistance set-aside funds, $271,640 from the
FY2012 Technical Assistance set-aside funds, and $850,000 from the FY2012 State
Program Management set-aside funds were re-budgeted.



1) Loan Assistance Status

In this reporting period, ANRC closed loans with the following: City of Beebe #4 for
$3,000,000; the City of Bradley for $1,700,000; the City of McNeil for $1,331,000; Old
Bella Vista for $600,000, Paron-Owensville for $2,200,000 and the City of Stephens for
$3,000,000, which totals $11,831,000. The cumulative face amount of loans closed
totals is $209,387,347. (See Appendix A-1)

These loans were made to water systems collectively serving 9,404 in population. The
six loans were made for distribution system improvements, water main extensions, and
a new water treatment plant.

T Binding Commitments

During the year binding commitments totaling $13,531,000 increased the adjusted
cumulative total to $211,175,011 (See Appendix B-1), and consequently, the
percentage of binding commitments to required binding commitments increased to
126% by the end of the fiscal year. Of the seven binding commitments made, six
proceeded to loan closing during the fiscal year. The other project loan closed in August
2013.

1 Projects Bypassed

Entities listed ahead of the six projects funded during SFY 2013 were ineligible because
of inability to repay, using a different loan source, or were not ready to proceed.
Because of the purpose of the DWSRF and ANRC6s st ated goal s,
desirous of increasing funding to eligible projects. Sufficient funds are available so that
there is no pressure to favor any applicant or project over another.

i Small Systems

Under Section 1452(a)(2) of the 1996 Amendments to the Safe Drinking Water Act
(SDWA) 15 percent of state loan funds are to be available for loans to small water
systems (<10,000 population). All of the loans closed were obligated as a small system.
The cumulative amount of loans to small systems is $66,466,000, which is 31.46% total
binding commitments. (See Appendix B-1)

i Disadvantaged Community Systems

The Stateds DWSRF program f omow provises dddiional
subsidies for loans and also has a provision to extend the life of the loan from 20 to 30
years. Five of the loans closed qualified as disadvantaged systems. The cumulative
amount of loans to disadvantaged systems is $117,124,000, which is 55.46% of total
binding commitments. (See Appendix B-1)

t he

aged



2) Set-Aside Activity

The four set-aside categories are split between Arkansas Natural Resources
Commission and the Arkansas Department of Health. The set-aside for administration
was delegated to ANRC with the remaining set-asides being delegated to the ADH for
implementing the State Public Water System Supervision Program.

A total of $1,476,667 in annual expenses was paid from the 4% set-aside for DWSRF
administration during SFY 2013. Reimbursement for expenditures claimed by the ADH
totaled approximately $3,687,940 for a total set-aside expenditure of $5,164,606. (See
Appendix B-4 Part 1)

The annual report of the Arkansas Department of Health for SFY 2013 presents
progress and expenditures for set-asides covering state program management,
technical assistance, and local assistance/other state programs. That information is
presented in Appendix D.

FINANCIAL SUMMARY
A. Discussion and Analysis

The overall financial position and operations results of the DWSRF continue to improve
as indicated in the financial data in Appendix C. Total assets increased to $220 million
as of June 30, 2013, from $204.1 million on June 30, 2012. Loans receivable increased
5% when compared to the prior fiscal year. The accounts receivable amount of
$151,484 reflects funds pending reimbursement by EPA. ADH program administration
net assets increased from $374,866 on June 30, 2012 to $453,355 on June 30, 2013.

The 2% increase in total liabilities to $30,679,612 on June 30, 2013, from $331,316,449
on June 30, 2012, was primarily caused by the amortization of deferred fees. The
deferred fee balance remained the same balance of $3,595,485. A separate 1.0%
financing fee is amortized over the life of the loan. Earnings on investments increased
from $7,491 in fiscal year 2012 to $38,953.00 in fiscal year 2013. (See Appendix C-1
and Appendix C-2)

The accounting firm of BKD, LLP is conducting an independent audit of the DWSRF for

SFY 2013. GASB Statement No. 34 with its amendments, commonly referred to as the

new reporting model, was implemented for year end June 30, 2002. Supplementary
informati on, Management 6willbBincuded & the BKD report.d An a l
An electronic copy of the audit will be provided to EPA when it becomes available.

B. Status of Loans

At fiscal year end, the DWSRF had funded a total of $11,831,000 in loans (See
Appendix A-1). Loans receivable, which constitute the major portion of DWSRF assets,



had a year-end balance of $160,335,668 (See Appendix C-1). Currently, no delinquent
payments have been reported.

C. Loan Disbursements/Cash Draw Proportionality

Arkansas disbursed a total of $13,624,690 of Federal funds to borrowers during this
reporting period. The cumulative amount of Federal funds disbursed for loans is
$118,729,971. Appendix B-4 Part 2 is a schedule of loan disbursements by project.

D. Set-Aside Disbursements

Set-aside expenses of $5,164,606 were incurred during the state fiscal year. ANRC
expenses were $1,476,667 from program administration and ADH expenses were
$3,687,940. Appendix B-3 Parts 1 and 2 list Federal amounts of the set-aside
disbursements by type and a breakdown of monthly administrative expenses. Outside
the RLF funds are not included in this chart.

E. Annual Repayment/Aging of Accounts

Approximately $4,513,647 in principal was repaid in SFY 2013. No delinquent payments
have been reported.

F. Loan Portfolio Analysis

Arkansas conducts an annual review of its loan portfolio. Loans that are potentially
weak are identified and tracked closely to ensure that conditions are not deteriorating.
The assessment process measures the level of funding given to systems by credit
guality category as measured by bond rating. Currently our loan portfolio is rated AAA.

G. Investments

During the year, investments were made by the Arkansas Development Finance
Authority and consisted of excess account balances invested in governmental funds.

H. Environmental Results

Arkansas' DWSRF Program will satisfy EPA's Strategic Goal 2 for Clean and Safe
Water, Objective 2.1 for Protecting Human Health, Sub objective 2.1.1 for Water Safe to
drink by relating the activities of the Program to quantifiable environmental results. The
following table shows the environmental reviews that were conducted and the results of
each review.

ENTITY RESULT
Paron-Owensville FONSI
Old Bella Vista FONSI
McNeil FONSI
Stephens FONSI
Beebe#4 Categorical Exclusion
Bradley FONSI




COMPLIANCE WITH OPERATING AGREEMENT AND GRANT CONDITIONS

Arkansas revised its Operating Agreement for the DWSRF and was sent to EPA on October 13,
2010. We have met and continue to be in compliance with the following conditions as described
in the grant conditions:

1 Establish state instrumentality and authority.

1 Comply with applicable state laws and procedures.

1 Review technical, financial, and managerial capacity of assistance recipients.

i Establish DWSRF loan account, set-aside account, and SWSRLF administration account.

91 Deposit all funds in appropriate accounts.

1 Follow state accounting and auditing procedures.

1 Require that DWSRF loan recipient accounting and auditing procedures be in accordance
with generally accepted accounting principles and OMB Circular A-133.

9 Submit IUP and use all funds in accordance with the plan.

1 Comply with enforceable requirements of the Act.

9 Establish capacity development authority.

1 Implement/maintain system to minimize risk of waste, fraud, abuse, and corrective action.

91 Develop and submit project priority ranking system.

We have met the following conditions as described below:
I Take payments based on payment schedule

We have received payments f r o m EpRyMméns system in accordance with the payment
schedule included in the grant awards. Appendix B-2 includes a schedule of grant payments
received.

1 Deposit state matching funds

Arkansas provided state match in the amount of $2,783,400 in SFY2013. ADH describes their
state matching funds in the ADH Annual Report in Appendix D.

9 Submit biennial report and annual audit

Arkansas chose to submit an annual report to the Environmental Protection Agency rather than
a biennial report. This report is submitted to satisfy this condition. The SFY 2013 annual audit
conducted by BKD, LLP, is in progress. A copy of the audit will be provided to EPA when it
becomes available.

1 Assure that borrowers have a dedicated source of repayment

ANRC staff conducts a credit review evaluation for all SRF loan applicants. This evaluation
determines whether or not an applicant has the ability to repay a loan. For all applicants, the
expected revenue stream from user fees must be sufficient to repay the loan, pay operation and
maintenance costs, and pay for other necessary expenses.



1 Use funds in timely and expeditious manner

Arkansas has committed 100 percent of all available loan funds through the FY2012
capitalization grant FS986001-15. Public water systems with binding commitments are moving
in an expeditious and timely manner to start construction. ANRC monitors construction
progress through monthly on-site inspections to ensure that operations are initiated according to
schedule and funds are drawn in a timely and expeditious manner.

1 Ensure recipient compliance with applicable federal cross-cutting authorities

Arkansas and all of its assistance recipients have complied with all applicable federal cross-
cutting authorities. The State applied the six affirmative steps in an effort to achieve the
negotiated fair share objectives.

ANRCO g$air share objectives for SFY 2013 are:

MBE WBE
Construction 2.97% 2.59%
Services 1.74% 6.21%
Supplies 1.63% 3.88%
Equipment 3.15% 5.57%
A breakdown by quarter is shown below:
Contract
QTR MBE % WBE %
Amount
1 $ 4,524,160.11 || $ - 0.000% | $ - 0.000%
2 $ 2,695,568.03 | $ 1,500 0.056% | $ - 0.000%
3 $ 5,356,200.93 | $ 15,300 0.286% | $ - 0.000%
4 $ 6,213,367.69 | $ 82,300 1.325% || $1,211 0.019%
Total || $18,789,296.76 || $ 99,100 1.666% | $1,211 0.019%

Our projected fair share objectives for SFY 2013 will remain the same as for SFY 2012.
Documentation to support the six affirmative steps is closely reviewed by the MBE/WBE
Coordinator. All construction project bid packages as well as procurement of professional
services, supplies and equipment purchases are closely monitored to determine if the
affirmative steps were followed. These documents are maintained in the project files.

1 Conduct environmental reviews
The new public water systems receiving assistance during SFY 2013 were reviewed and

approved using the seviewtpeobesuree nlv was aetemened tadt no
environmental impact statements were necessary.
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APPENDIX A-1
TOTAL DWSRF LOAN CLOSINGS
SFY Ended June 30, 2013

PROJECT NAME PROJ LOAN LOAN EST. LOAN COMB. NUMBER SMALL DISADV.
NO COMMUNITIES # CLOSING CLOSING ADDITIONAL COMP. | MATURITY| INTEREST [POPULATION OF SYSTEMS | COMMUNITY
' SERVED WRD-003 DATE AMOUNT SUBSIDY DATE DATE RATE USERS (<10,000)
CLOSED
1 [Paron-Owensville 148 112712 $ 2,200,000 114114 | 04/15/35 2.75% 1825 671 2,200,000 [ 2,200,000
2 |Old Bella Vista 801 11/28/12 $ 600,000 600,000 | 04/16/14 | 10/15/34 0.00% 103 42 600,000 600,000
3 [McNeil 780 12107/12 $ 1,331,000 1,331,000 [ 12/3/14 | 04/15/35 3.25% 595 238 1,331,000 | 1,331,000
4 [Stephens 783 12/07/12 $ 3,000,000 3,000,000 | 11/15/14 | 04/15/35 3.25% 1,379 584 3,000,000 | 3,000,000
5 [Beebe#4 829 05/29/13 $ 3,000,000 41715 | 04/15/35 2.25% 5,000 2,899 3,000,000
6 |Bradley 807 06/13/13 $ 1,700,000 1,700,000 | 4/15/15 | 10/15/35 3.25% 502 230 1,700,000 | 1,700,000
SECTION 1452 LOANS CLOSED SFY 2013 TOTAL $ 11,831,000 6,631,000 9,404 4664 11831000| 8,831,000
TOTAL CUM SECTION 1452 LOANS BROUGHT FORWARD $ 197556347
TOTAL CUM SECTION 1452 LOANS CLOSED $ 209,387,347

*Small systems are defined as systems that population is 10,000 or fewer persons




APPENDIX A-2

2013 DWSRF Project Priority List

Rank | Year Water System Name Points | PWS |Services | Population| MHI | Project Project Description Status of Project

1 ] 2012 [Hozanna Heights Water Association 149 884 30 79 | $20,588 $5,180|New Treatment Installation No Application Received (ANRC)
212010 |Siloam Springs Water Works 124 56 6,484 19,022 | $34,513 | $21,033,125|Water Treatment Facility Improvements No Application Received (ANRC)
3 | 2008 |West Pulaski Water Users Authority 124 747 1,868 | $54,375| $6,250,000]New Water Distribution System Connection to CAW No Application Received (ANRC)
4 2012 |Old Bella Vista POA*** 95 753 42 103 [ $30,700|  $600,000|Connection to the City of Bentonville ANRC Funding

5 2012 |Lockesburg Waterworks 84 517 341 853 | $31,213 [ $2,222,985|Distribution System Replacement ANRC Funding

6 2009 | Paron-Owensville Water Authority*** 74 883 671 1,825 $25,340| $1,477,365|New Water Treatment Plant Waiting on Addtl Information
712012 [Scranton Waterworks 73 330 538 1,100 | $24,500 | $5,974,000| Transmission Facilities ANRC Funding

8 | 2010 |Conway Corporation 53 189 22,823 52,000 | $40,967 [ $8,000,000|Water Quality Compliance Project No Application Received (ANRC)
9 [2013 |Jasper 47 397 275 466 | $14,333 | $1,108,260[Water Line Rehabilitation No Application Received (ANRC)
10 [ 2013 |Marshall 47 501 1,150 2,760 | $30,214|  $965,100]Water Line Rehabilitation No Application Received (ANRC)
11 ] 2012 |Stephens Waterworks*** 45 405 584 1,379 $22,045| $2,754,771|Distribution System Replacement ANRC Funding

12 | 2012 |McNeil Waterworks*** 45 110 238 595 | $21,136| $1,553,863|Distribution System Replacement ANRC Funding

13 | 2004 |Siloam Springs 45 56 6,287 14,672 | $34,513| $9,600,000{Rehab Tank, New RW Transmission Main, Rehab AC Dist Mains __|No Application Received (ANRC)
14 ] 2012 |Bradley Waterworks*** 37 294 230 502 | $24,632 [ $1,533,711|Distribution System Replacement ANRC Funding

15 | 2009 |Gilmore 36 154 104 292 | $20,625| $1,288,000[New Water Treatment Plant and New Elevated Storage Tank No Application Received (ANRC)
16 | 2012 |City of Winthrop 35 642 170 474 | $25,313 | $1,633,098[Distribution System Replacement ANRC Funding

17 | 2010 |Beebe*** 33 592 2,899 5,000 | $35,250 | $1,065,000]LWPWA Connector Main No Application Received (ANRC)
18 | 2012 |Chidester Waterworks 32 403 218 335 | $21,397 | $1,643,716|Distribution System Replacement ANRC Funding

19 [ 2013 |City of Strong 32 556 367 1,220 | $21,250 | $1,341,781|Water Line Replacement No Application Received (ANRC)
20 | 2004 |Bella Vista POA 31 039 10,770 24,485 | $44,090 | $4,300,500|Distribution improvements No Application Received (ANRC)
21 | 2012 |Lakeview Municipal Water 30 420 214 575[$15,536  $230,000|Rehab of Storage Tank No Application Received (ANRC)
22 | 2012 |Wilton Waterworks 29 321 200 5341 $30,625| $1,163,082[Distribution System Replacement ANRC Funding

23 | 2012 |Coy Waterworks 27 340 97 310 | $26,406 $46,000|Rehab of Storage Tank No Application Received (ANRC)
24 | 2007 |City of Flippin 25 351 1,391 3,325 $19,395| $2,000,000|Storage/Distribution Improvements Waiting on Addtl Information

25 | 2009 |Wabbaseka Waterworks 23 283 131 244 | $9,375 $405,000|Water Treatment Rehab No Application Received (ANRC)
26 [ 2012 |City of Bryant 21 486 7,185 15,382 | $48,870 | $2,000,000| Automated Meter Reading System & Replacement ANRC Funding

27 | 2012 |Tollette Waterworks 21 618 142 339 | $24,688 $46,000|Rehab of Storage Tank No Application Received (ANRC)
28 | 2012 |City of Berryville 21 074 2,016 5020 | $26,408|  $926,266{CR 501 Water Main Upgrade No Application Received (ANRC)
29 2006 |Mountain View Water & Wastewater 21 542 2,462 5,864 | $19.302|  $675,000|Distribution System Improvements No Application Received (ANRC)
30 | 2009 |West Memphis 19 156 9,725 27,780 | $27,399 | $3,445,000{New Water Treatment Plant and New Elevated Storage Tank No Application Received (ANRC)
31 | 2012 |Gosnell Water Associaton 13 374 1,394 3,612 | $31,423]  $750,000|System Loop No Funding Application Received
32 ] 2012 |Bono Waterworks 13 126 842 1,971 [ $31,307|  $180,000{Radio Meter Replacement No Funding Application Received
33 | 2012 |Gosnell Water Associaton 11 374 1,394 3,612 [ $31,423|  $350,000]Meter Changeout and Upgrade Project No Funding Application Received
34 12009 |Hope Tank Rehab 11 230 4571 11,405 $25,385|  $500,000| Tank Rehab No Funding Application Received
35 | 2009 |Hampton Waterworks 11 70 712 1,730 | $25,057|  $296,340|Water Tank Rehab No Application Received (ANRC)
36| 2009 |Hope WL 3 230 4571 11,405 | $25,385|  $450,000{WL Replacement No Funding Application Received

**Note: Loans closed in SFY2013
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